what could happen to the US trade position, the US will be a net debtor to the world, of from some 600 to 900 billion dollars.
That set of facts and the projection tell us a great deal of what is
going to happen. The US is going to have to become a major exporting covin try. Germany, Japan and some other countries are going to have to become major consuming countries. Without those changes, there will be no satisfactory resolution to the problem of US debt. The options for other countries in the world are really simple to describe. They can lend more money to the United States; they can allow the rate of exchange against the dollar to depreciate; they can begin to consume more, and force the US to export more.
Those are really the descriptions of what is going to happen.
So, as these countries begin to want to lend less to the United States, they are going, through the exchange mechanism, to decide to consume more, produce less, and export less. Now, one major problem with present programmes, as I have said, is that countries continue to borrow, and the more they borrow, the more they must export; and the more they export, the more exports must grow ... the more they borrow, the more exports must grow In order to get the debt/ export ratio to a level at which they can return to the market.
In short, countries which go into debt, and substantially into debt, must run faster to stay in the same place, and the same place, of course, in this context means the same debt/export ratio. So let me try to pull that together. There are three ways to service the past debt: you can earn enough to pay the interest for portfolio investment, and example of that is Korea, which is growing very rapidly and is being able to finance, although it had a very high debt/export ratio. It was able to raise it's exports rapidly enough so that it was able to service its debt without getting into difficulty, and never went into re-scheduling crisis. Suppose with enough investment abroad, or investment is profitable enough, we can get enough capital attraction into the country, so that assets would be growing, exports would be growing, productivity would be rising, and exports would be growing from that way, or of course we can cut consumption and imports, go to another round of austerity, or we can go through debt/export exchanges. And among these options as I have said, the debt equity exchanges are a significant and important element, which I believe offer great promise.
Now in chart four
There are three more main elements in any solution to the debt problem of the 1980•s.
There must be more investment, there must be more productivity and more exports, there must be less debt service.
So, the debt equity swaps provide us with a way to do in the market place what we have been unable to achieve in the re-scheduling conferences. So, I am a believer that-not only this is*a useful programme, but it is a good programme. It is one that has historically worked. It after all is the programme which has been used to restructure the debt of corporations all over the world when they have gotten into trouble. We wiped out some of the claims; we restructured them with equity -that is basically the principle that has been applied here, it is the principle of banking, it is a good principle, it has worked many, many times, and it would work again, it would lead us, properly administered and run, to what we all should be looking for, namely, the answer to the question "Where would we be in 1995?" That we can look back and say, the policies that we adopted in 1986 and 1987 were the policies that led this programme, not to be in a better position, but to be over and done with.
Now
Thank you.
